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MORE MONEY FROM LOWER TAXES? 


By S 


Professor Leland has no tazless paradise to 
promise us. He has had too much practical ex- 
perience with tax problems for that. But he 
does point out that some startling results may be 
secured by putting a lower rate of tax on intan- 
gible property than ts lev ied on other wealth. In 
this article he gives the readers of State GOVERN- 
MENT a summary of a complete investigation of 
this problem which he published a short time ago 
under the title ‘‘The Classified Property Tax in 
the United States.’’ Incidentally, Dr. Leland was 
the Chairman of the Advisory Committee which 
helped Silas Strawn pull Chicago out of its re- 

financial difficulties —Epiror. 
The classified property 


cent 


tax sepa- 


rates taxable property into groups or . 


types and applies different rates to 
these various classes. These rates vary 
from to class, but are uniform 
within each class. classification of 
the rates of taxation may be the result 
of express provisions of the statutes, 
the result of administrative procedure 
without statutory authority, or even of 
unintended consequences or defects in 
the laws or their administration. In 
general, however, the differentiation in 
tax rates is secured by one of the fol- 
lowing methods: 

a) ‘The adoption of different rates for 
different classes of property and the assessment 
of all the property at its true value (or at a 
uniform percentage of its true value) ; 

(b)' The adoption of fractional assessments 
for various classes of property to which a uni- 
form ad valorem rate is applied; 

(c) The adoption of assessments at fixed 
amounts which represent varying percentages 
of the true value of the property being taxed, 
and the application to these fixed assessments of 
uniform ad valorem rates. 

(d) The adoption of varying assessment 
methods which, by including or excluding cer- 
tain factors arrive at a value other than the 
true value of the property assessed, with the 


class 


result that different rates are produced in effect, 
although the property is taxed at a uniform ad 
valorem rate. 

(¢ The adoption of various exemptions 
which cause different percentages of the true 
value of classes of property to be taxed at the 
regular uniform ad valorem rates. 


sMEON E. Letanp, Professor of Public Finance, University of Chicago 


The classification thus applied may 
be either comprehensive or restricted 
in scope. Comprehensive classification 
schemes are found in Minnesota, Ken- 
tucky, Virginia, and Montana. Partial 
or restricted classification is found in 
many additional States. But even where 
the statutes do not authorize classifica- 
tion of property, and provide that the 
general tax shall be imposed at a uni- 
form rate, the result in practice is usu- 
ally an extra-legal classification. Under 
this situation the classification is ir- 
regular, uncontrolled, and unpredict- 
able. 


The ciassified property tax has de- 
veloped in the United States as a means 
of correcting many of the defects of the 
general property tax. The difficulties 
of enforcing the personal property tax, 
when it is applied to intangible prop- 
erty, have led many States to provide 
low-rate taxes for this class. This may 
be done by levying an annual “millage” 
tax (ranging from 1 mill to 81% mills 
per $100 of assessed valuation), or by 
registration and stamp taxes. 


These laws usually apply to intan- 
gibles generally, but in a few States 
they have been designed to reach only 
special types of intangible property. 
Thus Louisiana, in 1924, provided that 
the bonds of any State or municipality, 
the bonds of railroads, public utilities, 
manufacturing and industrial corpora- 
tions, and bonds secured by real estate 
were to be assessed at 10 percent of 
their market value. In one form or an- 
other this modification of the general 
property tax is to be found in Califor- 
nia, Connecticut, Iowa, Kansas, Louis- 
iana, Maryland, Nebraska, Oklahoma, 
Rhode Island, South Carolina, South 
Dakota, Vermont, and the District of 
Columbia. 
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Some States have levied special taxes 
upon intangibles, such as the mortgage 
registry taxes (in 10 States), bank 
stock taxes, and special taxes upon 
bank deposits (in 19 States). In some 
cases these taxes form a part of a gen- 
eral classification system; in others 
they are special levies. The rates im- 
posed by them range from 10 cents to 
70 cents on the hundred dollars. Ken- 
tucky collects its bank deposit tax di- 
rectly from the banks, which have in 
turn, the right to collect it from the de- 
positors. At first the banks attempted 
to shift the tax to the depositors, but as 
competition for business became keen- 
er, they found it more and more diffi- 
cult to do this. In Virginia, on the other 
hand, the tax on bank deposits is as- 
sessed directly against individuals, 
with the result that there has been a 
great deal of evasion. The collection 
of this tax at the source in Kentucky 
produces greater revenue than in Vir- 
ginia, although the tax rate in Virginia 
is double that in Kentucky. 

Bank stock has also been specially 
treated in most States having low-rate 
taxes on intangibles. The rates appli- 
cable to bank shares have generally 
been higher than those upon individ- 
ually-owned intangibles. This situation 
has produced numerous legal complica- 
tions due to the peculiarities of the fed- 
eral law which specifies how national 
banks may be taxed by the States. The 
existing federal decisions have caused 
considerable difficulty in this matter, 
and before these problems can be set- 
tled, it will be necessary to amend the 
federal law (U. S. Revised Statutes, 
section 5219). Representatives of the 
banks and of the State tax officials have 
recently agreed upon such an amend- 
ment, which if adopted, will remove cer- 
tain difficulties which now arise. 

The principle of classification has 
been applied in many other cases. In 
New York, Pittsburgh, and Scranton it 
has been applied to land. Forests have 
been specially taxed (or exempted from 
taxation) in twenty-six States, as part 
of a program for encouraging reforest- 





ation and conservation. A number of 
States classify mines and mineral re- 
sources. 

The movement for classification has 
developed many partisans on both sides 
and many extravagant claims have been 
made. In general, three groups of ar- 
guments are advanced in favor of this 
system—equity arguments, expediency 
arguments, and socio-political argu- 
ments. The equity argument stresses 
the necessity of recognizing the eco- 


nomic differences between classes of 
property. The expediency argument 


rests upon the futility of the general 
property tax. The socio-political argu- 
ment insists that classification is a way 
to secure certain socially-desired ef- 
fects. 

It is obvious that the types of prop- 
erty which are not economically, so- 
cially, or even politically homogenous 
should not be taxed alike under a sin- 
gle method. Mere representative prop- 
erties, such as mortgages, should not 
be taxed at the same rate as non-repre- 
sentative tangible property such as 
real estate. Representative property is 
property only in the legal rather than 
the economic sense. It is not wealth; it 
merely represents property which (in 
theory at least) has already been taxed. 
Within the class of representative prop- 
erty, further differences exist. Some of 
it is completely representative, as are 
farm mortgages; some is only partly 
representative of property otherwise 
taxed, as is frequently the case with 
common stock. Some intangibles, such 
as royalties and patent rights, are not 
representative at all and stand for no 
property hitherto taxed. Strict adher- 
ence te the principle of classification 
might call for a segregation of these 
various groups of intangibles, but such 
a minute classification would be diffi- 
cult to administer. A single class of in- 
tangibles taxed at a low rate appears 
to be a fair compromise. 

Those who advance expediency ar- 
guments contend that the general prop- 
erty tax, with its high rates, can never 
reach intangible property. They assert 
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that the low rates of the classification 
systems cause intangibles to pay more 
taxes than was formerly derived under 
higher rates. These increased contribu- 
tions tend to decrease the tax burdens 
on other groups. It is also contended 
that the classified tax minimizes the 
harshness of the general property tax, 
with the result that more equitable as- 
sessments are made throughout the 
entire tax structure. This promotes 
honest administration 

and at the same time re- 
moves the premium on 
perjury by the dishonest 
taxpayer. It is also con- 
tended that classification 
is an easy first stepinthe | 
tax reform movement. It | 
makes it possible to grad- | 
ually adopt other taxes, 
such as the income tax, 
and what is more impor- 
tant permits an effective 
coordination of income 
and property levies. In 
those States where in- 
come taxes cannot be 
adopted, classification 
opens the way for a work- 
able, though incomplete, 
substitute. 

Those who object to 
classification deny the validity of many 
of the arguments which have just been 
recited. It is frequently asserted that 
the revenue derived from classification 
measures is not as great as that received 
from the general property tax, or at 
least it is not as much as it should be. 
The failure of classification to reach all 
intangible property subject to taxation 
is also urged against it, as is the plea 
that it cannot remedy all the defects of 
the general property tax, many of which 
are administrative in character. It must 
be admitted that classification does not 
cure all the defects of the general prop- 
erty tax, but it does provide a remedy 
for some of them, and paves the way 
for other reforms. Furthermore, many 
of the theoretical difficulties with the 
general property tax may be elimi- 








Helps Chicago 


nated by proper classification and ex- 
emption, and if the classification does 
result in some improvement of condi- 
tions, that is a substantial gain. 

It is also urged that the classifica- 
tion is inelastic, that its rates are va- 
riable only within narrow limits, and 
that the differentiations which it in- 
volves open the door to discrimination. 
The most frequent objection, however, is 
based on the fear of allowing legisla- 
cee, tures to frame tax laws. 
The fear that the legisia- 
ture may act intelligently 
probably gains as many 
supporters for this argu- 
ment as the fear that they 
may abuse their power. In 
either case this distrust 
of legislative assemblies 
makes the adoption of 
classification difficult. 

The success of the clas- 
sification principle is 
judged largely by the suc- 
cess which it has attained 
in the taxation of intan- 
gibles. First of all there 
is the greater justice 
which classification gives 
the individual taxpayer. 
Citizens are sensitive to 
the injustice of the gen- 
eral property tax and the high rates it 
imposes has led to the failure to list 
much of the intangible property. With 
the adoption of more moderate rates, 
taxpayers have begun to list their hold- 
ings. 

In nearly every case the assessment 
of intangibles under classification has 
exceeded the assessment of such prop- 
erty under the general property tax. 
The 1927 assessment of intangibles in 
Baltimore was 6,417 per cent greater 
than the last assessment of this prop- 
erty under the general property tax. In 
Minnesota the increase was 581 per 
cent; in lowa, 156 per cent; and in Ken- 
tucky the 1927 assessment of intangi- 
bles was 613 per cent greater than the 
last general property assessment, 
whereas the assessment of bank depos- 
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its in 1927 showed an increase of over 
2,996 per cent. In actual amounts the 
Baltimore assessments increased from 
$6,000,000 in 1896 to $481,246,000 in 
1929. In Iowa the assessment of money 
and credits rose from $194,198,000 in 
1910 to $501,009,000 in 1929. In Ken- 
tucky the assessment of intangibles rose 
from $68,750,000 in 1917 to $553,171,- 
000 in 1929, while the assessment of 
bank deposits rose from $11,227,000 to 
$364,361,000 during the same period. In 
some cases the increases in assessments 
under classification have been disap- 
pointingly small, but the failures can 
generally be explained by the lack of 
proper administration or by the post- 
war economic depression. But the as- 
sessments under the low-rate taxes have 
never, after a few years of operation, 
been below those of the general prop- 
erty tax. 

The results of the classified tax in 
this matter of assessment stand out in 
marked contrast with the situation in 
those States where the general property 
tax is still in operation. In Illinois, for 
example, the assessment of all types of 
intangibles, including bank stock, fell 
from $287,000,000 in 1919 to $194,000,- 
000 in 1927. In Missouri, in 1920 the as- 
sessment of money, notes, bonds, and 
so forth, was $256,000,000, while in 
1926 it was $188,000,000—a decrease of 
26 per cent. In 1927 the per capita as- 
sessment of intangibles under classifi- 
cation ranged from $789.06 in Pennsy]- 
vania to $70.87 in Montana, but the per 
capita assessment of this class of prop- 
erty in Montana was greater than simi- 
lar per capita assessments in the gen- 
eral property tax states of Colorado, 
Georgia, Illinois, Oregon, and Utah for 
the year 1926. In 1922 the ratios of per 
capita assessments of intangibles to per 
capita wealth ranged from 23.42 in 
Pennsylvania to 2.31 in South Dakota. 
In the general property states of Geor- 
gia, Illinois, Kansas, and Missouri, the 
ratios were 2.8, 3.3, 3.4, and 2.8 respec- 
tively. From every standpoint, there- 
fore, the superiority of assessments 
under classification over assessments 


under the general property tax can be 
demonstrated. 

The results from low-rate taxes can- 
not be measured from assessments 
alone. The revenue produced by these 
taxes is also an important fact. Data 
are not available from every State with 
which to compare the revenue produced 
by the low rate taxes with that pro- 
duced under the full-rate levies of the 
general property tax. But on the basis 
of all available evidence, and of con- 
servative estimates where actual data 
are lacking, it appears that the revenue 
produced by the low-rate taxes in 1927 
exceeded that produced by the general 
property tax in every classification 
State except Iowa, Montana, Nebraska, 
IKKansas, and Vermont. 

If the revenue statistics are further 
analyzed, it appears that few of the 
States which adopt classification col- 
lected more revenue immediately from 
the newly-adopted low-rate taxes. In 

saltimore and South Dakota the yield 

of the low-rate taxes exceeded the yield 
of the former general property tax on 
intangibles from the time they were 
first put in force. In Minnesota the 
revenues from classification did not ex- 
ceed those formerly collected by the 
general property tax until the second 
year in which the new system was in 
operation. In Virginia the period was 
five years, and in Kentucky and Rhode 
Island it was eight years. In Connecti- 
cut and Pennsylvania we have not suffi- 
cient data to determine the length of 
this lag, if indeed there has been any. 
It must be concluded, however, that the 
revenues produced by classification 
have not always exceeded the revenues 
produced by the general property tax, 
and that the increases which have been 
produced by this new form of levy have 
seldom been immediately realized. 

The classified property taxes as de- 
veloped in the United States are not 
perfect, and have not accomplished the 
impossible. The achievements of classi- 
fication have been somewhat checkered, 
and short comings have developed, due 
largely to the lack of the right type of 
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administration. In a few of the classifi- 
cation States, assessments are made by 
local officials, and since the localities 
are given no share of the proceeds from 
the tax, there has been no incentive for 
the efficient assessment of this property. 
In other cases rigorous enforcement of 
the tax laws has been lacking. It is 
impossible to expect the adequate list- 
ing of intangibles if State tax laws are 
not vigorously executed and penalties 
rigorously applied. Some States, such 
as Pennsylvania and Kentucky, have 
made use of the device of collecting in- 
tangible taxes at their source. Ken- 
tucky has also collected at its source 
information concerning the ownership 
of intangibles. Both devices have great- 
ly improved the operation of the law in 
these States. 

The classified property tax is in no 
sense a substitute for an efficient cen- 
tralized tax administration. But when 
classification and efficient administra- 
tion are found together in a tax system, 


many of the defects of the general prop- 
erty tax may be eliminated, or at least 
substantially reduced. The adoption of 
classification makes possible improve- 
ments in administrative technique and 
the literal enforcement of tax laws, the 
benefits of which extend beyond the 
mere improvement of assessments. Sta- 
tistics from various States indicate 
that the adoption of classification is 
usually accompanied by an increase in 
property assessments, and that this in- 
crease, in time, will prevent losses in 
revenue due to rate reductions. In the 
case of intangibles, the arguments of 
justice and expediency coincide in justi- 
fying a special class, with low tax rates, 
for such property. This ability to adjust 
rates to existing taxpaying capacity 
makes possible the equitable taxation 
of various classes of property, a thing 
which is impossible under any other 
property tax system. This gain alone 
is sufficient reason for the adoption of 
classification in any State suffering 
from the ills of the uniform rule. 





478 STAND 


The difficult task of organizing the 
48 Senate Councils and the 48 House 
Councils of the American Legislators’ 
Association to serve until the end of the 
coming sessions has been completed. The 
aim is to have on each Council five legis- 
lators of integrity and ability who are 
willing to co-operate, with disinterested 
motives, to advance the Association’s 
efforts for more efficient legislative ma- 
chinery and more scientific laws. These 
men will endeavor to serve their asso- 
ciates as the Association’s “contact 
men.” 

The purpose in maintaining each 
Council is not to honor the Councilors 
—although some honor is doubtless in- 


volved—but to give each legislature the 
benefit of having among its members a 
group of individuals who are in constant 
and intimate contact with the Associa- 
tion’s affairs. The designation of these 
Councils has provided another indica- 
tion that all legislators agree on the de- 
sirability of the Association’s project. 
During the past thirty days, practically 
all of the 480 legislators designated as 
Councilors have received their invita- 
tions to act in that capacity. Among the 
480 a Senator in Pennsylvania and a 
New York Representative have declined 
the invitation—and no more. In other 
words, more than 99 per cent were glad 
“to draw cards.” 








; 
| 
| 
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TAXES IN FORTY-EIGHT STATES AT A GLANCE 


The Table on the opposite page shows how each State stands on some of the current tax 


questions of greatest interest. 


CoLuMN 1: Exemption of Intangibles. 


Those States which make special provi- 
sion for intangible personal property are 
listed in the first two columns. The differ- 
ences between the statutes of the various 
States in this respect are very great. Some 
of them (Indiana, Michigan, New Hampshire, 
New York, Wisconsin) exempt all intangible 
personal property from taxation under the 
general tax, while others exempt only certain 
classes of property (such as stocks and 
bonds), or indeed only single items (such as 
bank deposits or government bonds). In 
some States the exemption applies only if 
the property is registered, in Mississippi only 
if the interest paid on it does not exceed six 
per cent. All of these variations, however, 
are lumped together in the first column to 
show universal is the practice of granting 
some exemption from the rule that all prop- 
erty must be taxed. 


CoLtuMN 2: Special, low rate of Tax or As- 
sessment on Intangibles. 


Many States have reduced the rates on 
intangible property. This special low rate 
may apply only to certain types of intangi- 
bles, or it may be applied more generally. A 
few States reach a similar result by provid- 
ing that intangibles shall be assessed at only 
a fraction of their true value. Column 2 of 
the Table shows which States have used any 
of these forms of reduced taxation on in- 
tangibles. The Oregon Act is not included 
because the State Supreme Court recently 
held it void. It will be noted that some 
States exempt part of the intangible prop- 
erty and provide a lower rate on other kinds. 
These States appear in both column 1 and 
column 2. 


CotuMN 3: Personal Income Taxes. 


Income taxes may be classified into those 
levied on personal incomes and those meas- 
ured by corporate incomes. Column 3 
shows the highest and lowest rates in those 
States which levy a personal income tax. 
A few special cases may be noted: Georgia 
collects a tax equal to one-third of the Fed- 
eral income tax; New Hampshire levies the 
tax on specific sources consisting mostly of 
intangibles and fixes the rate according to 
the rate of the general property tax; Wiscon- 
sin levies a sur-tax which may amount to a 
much higher percentage than the six per 
cent given in the Table. In some States the 
tax is only levied on the income derived from 
certain sources, such as the interest on bonds 
or stock of foreign corporations. The col- 
umn shows that, as a whole, the rates in the 
sixteen States which have resorted to this 
form of raising money are much lower than 
those of the Federal Government. 


CotuMN 4: Corporation Income Tax. 


Those States which levy a tax on cor- 
porations and measure the amount to be paid 
by the income of the corporation are shown 


CoLu 


CoLu 


CoLu 


CoLu 


in column 4. In some States these levies 
are really franchise taxes which are meas- 
ured by the net income of the corporation. 
In other cases they are part of the general 
scheme of taxing incomes, personal and cor- 
porate. 


MN 5: Capital Stock Tax. 


Those States which measure their gen- 
eral corporation tax by the number of shares 
or value of capital stock of the company are 
shown in column 5. In a few cases the 
surplus and undivided profits are also used 
in computing the capitalization which is 
taxable. 


mMNs 6-8: Sales Taxes. 


Sales taxes are a comparatively recent 
development. The rapidity with which they 
have grown, however, may be seen from the 
fact that every State at present has a tax 
on gasoline. Eleven States have placed a 
tax on the sale of cigarettes or other forms 
of tobacco. General sales taxes have been 
levied in only a few states, and in these they 
have generally been disguised as license fees 
measured by the gross value of sales. These 
taxes are different both as to object and 
form in every State which has enacted them. 
They range from a tax on the gross volume 
of retail sales as in Kentucky, to a tax on 
the turn-over of producers, manufacturers, 
wholesalers and retailers as in West Virginia. 
In the latter case the rates vary with the 
class of business involved. 


MN 9: Inheritance Tax Reciprocity. 


The ninth column shows those States 
which have not enacted the standard reci- 
procity provision with respect to the applica- 
tion of inheritance taxes to the intangibles 
of foreign decedents. The Commission on 
Uniform State Laws has urged each State 
to adopt this section in order to reduce 
double taxation, but there are still ten States 
which have failed to do so. The space has 
been left blank after those States whose stat- 
utes recognize reciprocity in inheritance tax 
matters. 


MN 10: Severance Taxes. 


The thirteen States which impose sever- 
ance taxes are shown in column 10. These 
taxes include levies on the cutting of timber, 
the mining of coal, borax or metals; and 
the removal of oil or gas from the ground. 

This Table has been compiled from vari- 
ous sources. Among these are the Report of 
the New York Tax Commission, 1927; Fed- 
eral and State Tax Systems, 1930; State In- 
come Taxes, published by the National In- 
dustrial Conference Board; The Classified 
Property Taz, by S. E. Leland; session laws 
of the various States; and the Prentice-Hall 
Taxation Service. For the list of States hav- 
ing the General Sales Tax and those having 
the tobacco sales tax, STATE GOVERNMENT is 
indebted to Mr. M. H. Jacoby, of the Uni- 
versity of Chicago. 
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STATE TAXATION TABLE 
7 ntangibles Income Taxes Corpo- Sales Taxes pesca an 
Special, ration Tax ance 
| Some | low rate Capital Gasoline Reci- | Tax on 
State |_or all | of tax or Personal Corpo- | Stock | General] (cents | Tobacco} procity | ores, oil, 
|Exempt] of assess- rate Tax per (All gas, or 
ment gallon) others | minerals 
Yes) 
| Col. 1 | Col. 2 Col. 3 Col. 4 | Col. 5 | Col.6 | Col. 7 | Col. 8 | Col. 9 | Col. 10 
Alabama x P x 4 x x 
Arizona. . ee we one a, ae Hy y 4 No 
Arkansas Pa, Seat iwine ~ to 5% “wear x 5 x x 
California. a a ee Gee: a 7 3 
Colorado. x iii Mae sic Oe ts * 4 
Connecticut. st s a n a x i, | 2 
Delaware x |. 1 to 3% 3 x 3 
Florida x ion 7 ae 6 
Georgia x : varies : y eo ee x 
Idaho ee i . = a ee 
Illinois x s x Bok 
Indiana x ‘ Pasty 4 
iam eae WORSE ees ioe - 
Kansas x 4 x x 3 No 
Kentucky a. | ? “i re ; M x x 2 oe ~ No 
Louisiana x | x x me: i 4 No x 
Maine i x ie : , : | x "ton age a 
Maryland x 3 ee ; a a ‘ea 4 
Massachusetts. | x | me: d l4 to 6% : . Tei a 2 
Michigan 3 joe gi ae eee 3 
Minnesota x as ae ae ee oe 3 No 
Mississippi. x 7 2% to 514% x . + Je x 
Missouri | x =~  4Y x mo ae 2 
Mont ina . x 5, x a x a ; ; 5 No x 
Nebraska | = ae : 4 a i a ae oe No 
Nev ada 3 x ee - at ees Si 
New Hamp x | ae Varies | £#$| x : : 4 
New Jersey x | ’ ree al s x 7 ri cae od yee Brees 
New Mexico. x , ; ee oo) 
New York.. x | x ‘1 to 3% . S 203°) a as os 
No. Carolina. .| x ae 144 to 5° i ear he ~bee ea 
North Dakota.| x a to 6% a ine aa 3 x No : 
( Jhio ; ; : x , me Dy , arene sal 4 
Oklahoma....}) x | x  &% to 2% a x + No x 
Oregon... | x ‘1 to 5% : ee “a ey 
Pennsylvania. x x x x 4 x 
Rhode Island. . | x x | ic , ota a terials as a . 
South Carolina} x x ~ 1 to SY |. © ee” 6 x 
South Dakota.| x | a ; en MEY ih) No 
Tennessee. . . x “a x S% . *¢ as ee os x 
Texas x | ees hi eae 4 
Utah x ss i aa aes 5 3% x No | x 
Vermont.....| 3 x “we 4 
Virginia z= x | 144 to 3% oe ae 74 oe +] 
Washington...} x ame | : Xe era ae Vr oe 
West Virginia x poe x - a 4 —_ a! 
Wisconsin x 1 to 6% x - — J 
Wyoming x | + 
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TAXING CHAINS 


By Mrs. Mary Moran Kirscu, Librarian, Wisconsin 
Legislative Reference Library. 


The Controversy. Chain stores are 
coming into political prominence more 
and more each day. The system has 
been variously described, as an all-de- 
vouring monster which is swallowing 
the local merchant whole, or as an in- 
stitution which brings to a community 
the benefit of highly organized meth- 
ods. Its proponents look upon the chain 
store as a public asset and a public 
benefit. In their opinion the chain 
stores make the consumer’s dollar 
stretch further and enable him to pur- 
chase articles of a broader variety; 
benefits which result from the econo- 
mies of intelligent buying, rapid turn- 
over of minimum stocks, and the elim- 
ination of unnecessary service. 


Those who are definitely aligned 
against the chains, and who wish to find 
some way of combating them, declare 
that the chain store system is a detri- 
ment to the best interests of the pub- 
lic; that many of the old, substantial, 
independent merchants have been and 
are being driven out of business by the 
activities of the chain store organiza- 
tions; that the chain fights the inde- 
pendents by price-cutting and by unfair 
competition. The opponents of chain 
stores claim that they are often owned 
by out-of-state capital; are operated 
from out-of-state offices; pay little or 
no taxes; receive fire department pro- 
tection without paying fire depart- 
ment dues; deposit their funds only 
temporarily in the local banks; pay 
low salaries; set up a clerkship system 
in place of self-reliant merchants; sell 
inferior goods; sell package goods in 
packages a little short of the standard 
package in which the goods of competi- 
tors are sold; invest in no local prop- 
erty; make no, or only small, contri- 
butions to local charities and other pub- 
lic welfare enterprises; and fail to 
bear their fair share of the burden of 
municipal and state government. Per- 
haps the chief source of opposition to 


chains lies in the feeling that they take 
money out of the villages and small 
cities, thereby concentrating wealth in 
the hands of a few when it should be 
kept fluid. 

The issue is alive politically and 
economically. The competition between 
the chain and the independents has be- 
come so severe that chain store oppon- 
ents insist that some method be de- 
vised to forestall what they regard as 
unfair competition. Denunciation 
through the newspaper and the radio 
has been general. Legislation has been 
passed to curb the invasion of the field 
in which the local merchant once 
reigned unchallenged, and among other 
measures, many state legislatures have 
tried to tax the chain stores out of ex- 
istence. 

Popular Suggestions for Remedial 
Legislation. The favorite proposal of 
those opposed to chain stores is that 
they should be subject to special licens- 
ing and discriminatory taxation. One 
of the plans most frequently mentioned 
is a license tax law modeled after the 
1930 Kentucky chain store law, which 
although general in form, falls inci- 
dentally and intentionally most heav- 
ily on the chains. This law imposes a 
gross income tax on the receipts from 
all retail sales made in the State as a 
substitute for the property tax on mer- 
chants’ stocks. There is no discrimina- 
tion against chains or any other form 
of business unit, for it applies equally 
to all types of business and to all types 
of business organization. The tax is 
a graduated one, starting with one- 
twentieth of one per cent on yearly sales 
totaling less than $400,000, and increas- 
ing to a tax of one per cent on sales in 
excess of one million dollars. Under 
this law the sales of individual units of 
a chain are grouped for the purpose of 
levying the tax. 

Some have questioned the constitu- 
tionality of this act. The law applies 
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to independent as well as to chain stores, 
and, therefore, seems not to violate the 
constitutional provision that taxation 
must be uniform. There is, however, the 
possibility that the graduation is so 
steep that the court might declare that 
chains are the only retail institutions 
to be affected by the tax. It is pertinent 
to note. that many States provide for 
occupational taxes on certain forms of 
business, in lieu of other 
personal property taxes. 
These statutes might serve 
as a model for the substitu- 
tion of an occupational tax 
on merchants in place of 
the present personal prop- 
erty tax. 

Another type of anti- 
chain store legislation 
would impose a special tax 
upon mercantile establish- 
ments, the majority of 
whose stock is owned by 
non-residents. Such a tax 
would discriminate 
against the citizens of 
other States and would 
seem to violate the articles of the United 
States Constitution which state that 
“the citizens of each State shall be en- 
titled to all privileges and immunities 
of citizens in the several States.” On the 
other hand, a law increasing the license 
fees upon foreign corporations probably 
would be constitutional, but it would be 
ineffective. The chain stores would 
simply incorporate as domestic corpora- 
tions, unless the statutes also provided 
that non-residents of the State may not 
organize a corporation under its laws. 

A fourth plan proposes the licensing 
of storekeepers. Such a law would re- 
semble in many respects the laws 
passed by some States requiring that 
drug stores must be owned by regis- 
tered pharmacists. A Pennsylvania 
statute, providing that drug stores 





might be owned only by licensed phar- 
macists, and that no person not a li- 
censed pharmacist could acquire stock 
in a drug store, was held unconstitu- 
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tional by the United States Supreme 
Court. Louis K. Liggett Co. v. Bald- 
rige, 278 U. S. 105, 49 S. Ct. 57, 73 L. Ed. 
204 (1929). This decision undoubtedly 
would interfere with any attempt at 
handling the chain store problem by leg- 
islation of this kind. 

An important suggestion in this field 
relates to the fundamental revision of 
the prince sg of present day taxation 
with a view to decrease 
taxes on property and in- 
crease taxes on incomes. 
From this point of view, 
relief for the independent 
merchant is based on the 
claim that the independent 
merchants must carry 
heavier stocks than do the 
chain stores, and hence 
have heavier personal 
property assessments. In 
addition to carrying more 
goods the independents 
provide more service than 
do the cash and carry 
stores. This means taxes 
on automobiles and deliv- 
ery trucks. A possible means of remoy- 
ing this discrimination would be the re- 
peal of the personal property tax on mer- 
chants’ stocks, and the substitution of 
income taxation. Under this plan the 
merchant would be taxed on the profit 
he makes, not on the goods he must have 
on hand to make the profit. 

Another way to deal with chain 
stores, other than by means of taxa- 
tion, has received serious consideration 
recently. It is proposed that the chain 
store problem be met by making more 
rigid the present anti-trust and unfair 
trade practices statutes, keeping in 
mind that these statutes must apply to 
independent merchants as well as to 
chain stores. Some States have legis- 
lation like that found in Chapter 99 of 
the Wisconsin statutes. This provision 
prohibits fraud, deceit, and unfair trade 
practices, and grants to the Depart- 
ment of Agriculture and Markets pow- 
er to issue orders against specific un- 
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fair practices. There are those who feel 
that this chapter furnishes sufficient 
legislation in Wisconsin at the present 
time to insure the checking of the un- 
fair trade practices which may be em- 
ployed by chain stores. 

In some instances, independent re- 
tailers have endeavored to meet chain 
store competition by establishing a co- 
operative buying organization of their 
own, in order to secure quantity buying 
advantages. These grocers have im- 
proved their conditions through group 
buying, group advertising, and instruc- 
tion in merchandising and accounting. 
Under one plan, the directors meet 
every week to make buying recommen- 
dations on a basic stock of 250 articles 
which have been agreed upon. The first 
six months of this cooperative manage- 
ment showed an increase in business of 
twenty-five per cent. 

Constitutional Problems. In 1931, 
several legislatures probably will try to 
prevent unfair competition on the part 
of the chain stores and to make them 
bear more of their fair share of the 
tax burdens. What they can do in either 
of these two directions is not definitely 
known at the present time. The deci- 
sions of the courts concerning laws of 
those states which have placed discrim- 
inatory license taxes upon chain stores 
(with the exception of the decisions on 
the 1929 North Carolina and Georgia 
laws noted below) have been to the ef- 
fect that such laws are unconstitution- 
al, and are an unfair attempt to im- 
pose burdens upon chain stores out of 
proportion to that put upon competing 
independents. Chain store tax laws 
have been held unconstitutional in In- 
diana, Maryland, and South Carolina. 
The 1927 laws of Georgia and North 
Carolina were held unconstitutional, 
but in 1929 new enactments on this 


subject were passed in both states. 

The 1929 North Carolina law is 
probably the first chain store tax law 
that has been held constitutional in a 
superior court and a state supreme 
court. Great Atlantic and Pacific Tea 
Company v. Maawell, 154 S. E. 8388 
(1930). Under this decision the chain 
store companies -have lost their bat- 
tle to avoid the payment of a $50 li- 
cense tax for each of their units in ex- 
cess of one in North Carolina, unless 
the decision of the court is reversed on 
an appeal to the United States Supreme 
Court. The validity of the Indiana 
chain store tax law is involved in a 
case now pending in the Supreme Court 
of the United States. The Federal Dis- 
trict Court for the Southern District of 
Indiana held the Indiana law invalid, 
Jackson v. Indiana State Board of Tax 
Commissioners, 38 Fed. (2d) 652 (1930) 
and an appeal from that decision 
has been taken to the United States 
Supreme Court. Beyond all question, 
a great deal more will be known about 
chain store legislation when the United 
States Supreme Court decides this In- 
diana case. The Kentucky law was en- 
acted in 1930 and has not yet been pre- 
sented to a higher court for a ruling 
upon its constitutionality. Therefore, 
it does not yet furnish a precedent as 
to just what provisions a law may con- 
tain and still receive judicial approval. 

It is certain that the matter will 
find its way to the 1931 sessions of 
many legislatures. There is a strong 
body of opinion in favor of the theory 
that it is against the best interests of 
the public for the distribution of the 
nation’s food supply to pass into the 
control of a few large groups, and that, 
from the social point of view, it is de- 
sirable that the local merchant should 
be preserved. 
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IS TAX MONEY WELL SPENT? 

Our forty-eight State governments 
are spending over $1,800,000,000 a year 
—mainly under legislative direction. 

Billions have lost their significance, 
but this means an expenditure of more 
than $5,000,000 every day—day in and 
day out. 

In view of these amounts, perhaps 
it is not strange that fifty million Amer- 
ican citizens are complaining about the 
taxes which they pay. But the bitter- 
ness of their complaints is not due so 
much to the amount of their taxes, as 
to uses made of them. 

Of course if one type of citizen were 
given a truck-load of greenbacks, he 
would complain over the cost of taking 
it home. But the typical taxpayer does 
not quarrel with the amount of taxes 
which are collected for the efficient ad- 
ministration of worthy governmental 
tasks. What makes him ill-tempered, he 
says, is this: 

“First—Part of my tax money is 
practically stolen by agents of. the 
Government. Either they put it into 
their own pockets, or else they use it 
to pay their friends excessive prices 
for goods and services. 

“Second—Part of my money is hon- 
estly used for foolish purposes, large 
and small. 

“Third—Part of my money is hon- 
estly used for proper purposes, but the 
methods taken to achieve those pur- 
poses are so bungling that it makes me 
mad whenever I think about it.” 


GOVERNMENT IS COSTLY. 


Let no man suppose that the demo- 
cratic form of government is not inher- 
ently expensive. It costs money to as- 
certain the judgment of the electorate, 
to carry out both good and bad deci- 
sions of the voters, to have elective 
officials who are not qualified for their 
work, and sometimes to employ some- 





SPENDING TO SAVE 


‘Under present legislative conditions, tax money will necessarily be squandered. 
Adequate co-operation of the states must be established and financed. 





body to watch somebody who is em- 
ployed to watch somebody else. 

Nevertheless, as democratic govern- 
ments go, some are efficiently and eco- 
nomically administered—some are not. 
And we all know that there is a basis 
for the foregoing complaints; we know 
that tax money is wasted by dishonesty, 
by foolish objectives, and (even in the 
case of worthy objectives) by bungling. | 

The first essential of good govern- 
ment is to have honest, capable officials 
and employees. If the personnel is to 
be improved, it must come about partly 
by the activities of the electorate and 
partly by wise legislation. 

But only the inexperienced believe 
that mere improvement of personnel 
would produce satisfactory government. 
Even good workmen cannot build a 
good house without good tools; and for 
competent government, expert legisla- 
tion is as essential as well-qualified of- 
fice-holders. 3 

EXPERT LEGISLATION IS ESSENTIAL. 

In other words, without expert leg- 
islation, we can never have a reason- 
able measure of good government. And 
until we have that much good govern- 
ment, a disturbing amount of the tax 
money will be poured down the sewers 
of graft, misdirection and bungling. 

We, the legislators, make no pre- 
tense that more than a few of us are 
technically trained for our official work : 
we are farmers, bankers, merchants, 
druggists, laborers, capitalists, real es- 
tate dealers, and practising lawyers. 
Our true function is that of directors 
of policy—and we are beginning to re- 
alize that we must have the services 
of employed technicians in our work. 
Contrary to the tenor of popular com- 
ment, there are many of our colleagues 
who are successful, intelligent, edu- 
cated, well-intentioned men; but even 
they cannot make an expert decision on 
any measure, unless they can readily 
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secure such information as they desire 
in order to understand the problem, 
and determine how to handle it. 

The public underestimates the num- 
ber of measures which legislatures 
consider solely upon their merits. For 
even politically-minded and corrupt 
legislators give honest consideration to 
most of the problems which come be- 
fore them. An unscrupulous or schem- 
ing legislator has a personal interest 
in comparatively few measures. On all 
other measures—and this means on 
most measures—he desires to make a 
good impression, to qualify himself for 
re-election, and (despite public unbe- 
lief) to do an effective job for good gov- 
ernment’s sake. Consequently reliable 
information and advice would improve 
the work of practically all legislators 
-——good and bad. 


PREPOSTEROUS BUT TRUE. 


It is preposterous for a legislature 
to deal with a question of importance 
without first informing itself concern- 
ing the methods which the other States 
of the Union have tried in dealing with 
the same problem—and the results. But 
however preposterous it may be, it is 
the usual practice. 

Experimental legislation is social 
vivisection. Nevertheless almost every 
legislature is passing such legislation, 
because—in the usual case—it does not 
know that the same experiment has 
been performed elsewhere, and failed. 

A man who buys a home for his fam- 
ily is somewhat sickened when he later 
discovers that he could have had a bet- 
ter home in a better neighborhood for 
the same money. Similarly a legisla- 
ture should have pangs of remorse 
when, after passing a law, it discovers 
that some other State had already for- 
mulated legislation which solved the 
same problem better at no greater ex- 
pense. It is as necessary for a legis- 
lature to “look over the field” as it is 
for any prudent man before he buys. 

The most anxious question before 
every legislature is that of supplying 
enough money to meet departmental re- 


quirements. One who reads through 
this number of Starr GOVERNMENT ob- 
tains the merest hint of the complexity 
of the tax-problems which confront 
every thoughtful law-maker. 

Nevertheless, taxation is not actu- 
ally the most important legislative 
function. 

Vast economic waste results from 
governmental requirements and rules 
of conduct which are not expertly pre- 
scribed. 

And an additional economic burden 
of incalculable weight is imposed upon 
our people and our industries by the 
continual readjustments which are nec- 
essary when governmental rules and 
requirements are changed. These 
changes—these amendments of laws— 
are largely due to an original lack of 
legislative knowledge. Because of that 
lack, clumsy laws are passed, and they 
are biennially patched up by clumsy 
amendments. The touch of an expert 
legislature, able to formulate legisla- 
tion correctly the first time, might be 
compared to the healing touch of a 
master physician. 

And who can measure the social 
benefits which we would be enjoying 
today, if during the past 150 years 
every legislature could have had ade- 
quate technical research assistance al- 
ways available? Some of us are as 
oblivious of the unrealized possibilities 
of better laws as is the Arab of the pos- 
sible benefits of plumbing, telephones, 
and automobiles. 

Probably the project and the history 
of the American Legislators’ Associa- 
tion are now so well-known that they 
do not require repetition. At any rate, 
since they are fully stated in the issue 
of State GOVERNMENT of April, 1930, 
it suflices to say here that this Asso- 
ciation is the only institution which of- 
fers each State a prospect of effective 
and adequate co-operation in legisla- 
tive matters with each and all of its 
forty-seven fellows. And this involves 
the prospect of making the best infor- 
mation and advice in the country 
equally available to the law-makers of 
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each state. Without this, no legisla- 
ture can act expertly. 

Moreover this function must be di- 
rected from within and not from with- 
out our legislatures. 

The development of this essential 
project will involve a work of great 
magnitude, which cannot be accomp- 
lished without an expenditure of mon- 
ey. Two questions immediately arise: 
Where has the money come from to 
start this work? Who will provide the 
necessary funds to develop and main- 
tain it? The Association believes that 
all legislators are entitled to the first 
information, and that all must be much 
more concerned with the second. 

The complete financial story of the 
American Legislators’ Association here 
follows, and is soon told: 

SUPPORT FROM INDIVIDUALS. 

From the time when the organiza- 
tion was founded in 1925, it has been 
underwritten by Senator Henry W. 
Toll, a Denver lawyer, whose hobby 
has been the improvement of legisla- 
tion. During each of the six years of 
the Association’s history, he has paid 
at least some part of the expenses of 
the work; and whenever the organiza- 
tion has required bank credit, he has 
furnished the requisite collateral. 

At the first annual meeting of the 
Association, held in Denver in 1926, 
Senator George Woodward, well-known 
in Philadelphia as a patron of civic 
and social welfare work, informally 
and without solicitation, offered to con- 
tribute $500 a year to the Association’s 
work. Being a man who more than ful- 
fills his promises, he has actually given 
$3,000 to this work during the past five 
years. 

In 1927 Hon. Henry L. Shattuck, 
then Chairman of the Ways and Means 
Committee of the Massachusetts legis- 
lature, and now Treasurer of Harvard 
University, (see Who’s Who in Amer- 
ica), on his own initiative mailed the 
Association his check for $500, and in 
1929 he donated a like amount. 

Other legislators have mailed in 
contributions of less than $100 each 
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without solicitation of any sort. The 
Association’s only other support from 
individuals has consisted of two contri- 
butions received in 1930: $100 from 
Frederick M. Davenport of Clinton, 
New York, and $1,000 from Hon. Mor- 
ton D. Hull of Chicago; both of these 
Congressmen were formerly State leg- 
islators. 

The Association has never received 
any financial support from any indi- 
vidual who has not been a member of 
a State legislature. Since every mem- 
ber of its Board of Managers, includ- 
ing the Director, is also a past or pres- 
ent legislator, no one can question that 
this endeavor is—in terms of the yegg 
—“an inside job.” 

At no time during the six years of 
its existence has the Association solic- 
ited contributions from individuals, 
except that one of its representatives 
has had conversations, some of which 
are still under consideration, with Mr. 
Samuel S. Fels, Mrs. Frank A. Vander- 
lip, Senator Dwight W. Morrow, and 
ex-legislator Ogden Mills. 

FROM FOUNDATIONS. 

On January 23, 1930, the Spelman 
Fund of New York, which is intimately 
associated with the Rockefeller Foun- 
dation and with the General Educa- 
tion Board, made an appropriation to 
the work of this Association. As a re- 
sult, during 1930 the Association has 
received from the Spelman Fund about 
$18,000. During 1931 the Fund will con- 
tribute $4,000 outright, and during 1931 
and 1932 as much more, up to $20,000 
annually, as may be contributed from 
other sources. 

On November 24, 1930, the Julius 
Rosenwald Fund of Chicago appro- 
priated to the Association $10,000 for 
1931, and $5,000 for 1932. 

The foundations are in sympathy 
with the Association’s project because, 
as the Rosenwald Fund suggested in 
announcing its appropriation, “govern- 
ment services, such as public health, 
public works, education, and crime pre- 
vention, are of such direct concern to 
all citizens, that the improvement of 
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these non-political aspects of public ad- 

ministration seems to be a proper sub- 

ject for the support of foundations.” 
FROM DUES AND SUBSCRIPTIONS. 

The only other income of the or- 
ganization has consisted of $5 pay- 
ments for dues and $2.50 payments for 
subscriptions to the Association’s pe- 
riodical. The primary purpose of the 
Sustaining Memberships—five dollars 
for each two-year legislative period— 
is to afford an opportunity to any legis- 
lator to indicate the fact that he is 
especially interested in the project, and 
to become an active sponsor of it. The 
Association has never conducted either 
a membership drive, or a campaign for 
subscriptions to State GOVERNMENT, 
and consequently its combined receipts 
from dues and subscriptions since the 
beginning of its existence would not 
pay for printing and distributing two 
numbers of StaTE GOVERNMENT. 

FINANCIAL REQUIREMENTS. 

The Association’s far-reaching and 
nation-wide program will involve a sub- 
stantial annual budget. For instance, 
it costs more than $1,000 to print, and 
to distribute to each legislator, a single 
number of State GOVERNMENT. Even 
a multigraphed letter to each legislator 
costs $450. 

During this month of January, 1931, 
6,500 legislators will convene in 42 
capitols, and about 75,000 bills will be 
submitted to them. At these sessions, 
if each legislator votes on only 300 
measures, either in committee or on the 
floor, it will involve about 2,000,000 in- 
dividual decisions. This Association, 
through its Interstate Legislative Ref- 
erence Bureau, proposes to assist every 
legislator—and every staff member of 
any legislative reference service—who 
requests information on any one of 
these 75,000 measures; it desires to be 
of any service that it can in helping to 
bring about an intelligent result in each 
of these two million decisions. As legis- 
lators begin to appreciate the useful- 
ness of the Interstate Legislative Ref- 
erence Bureau, this task will become 
prodigious. And an almost equal 


amount of work will be involved in ren- 
dering similar assistance in connection 
with the work of the Interim Commit- 
tees and Legislative Commissions of 
the various legislatures—hundreds of 
which are created during each bien- 
nium. The Interstate Legislative Ref- 
erence Bureau will be called upon to 
perform extensive secretarial services 
for the Association’s twelve standing 
committees. Each of these Committees 
is to have a membership of at least 96 
legislators and an Advisory Board of 
at least 30 experts of national standing. 
And each will require the services of 
one or more trained experts. 

The Association is the proper 
agency to study the means for improv- 
ing the machinery of our legislatures: 
their personnel, their organization, 
and their facilities. This, also, is a 
work of national necessity which will 
require an expert staff. 

The Association has announced its 
intention to maintain a “service man” 
who knows the technique of legislative 
reference service. Upon request he will 
visit the legislative reference bureau 
of any State, in order to assist its Di- 
rector to develop the most effective or- 
ganization. An important by-product 
of this service will be greater uniform- 
ity among the legislative reference 
services of the various States. 

The adequate performance of these 
and other tasks which the Association 
has undertaken, will involve an annual 
cost of $100,000 at least. This cost in- 
cludes the overhead expenses of admin- 
istration, but does not include any 
amount for the expenses of legislators 
who attend the Association’s annual 
meetings—which expenses should be 
provided by the several States. 

Each of the Annual Conferences of 
the Association has been attended by 
legislators sent at State’s expense, un- 
der measures passed for that express 
purpose. 

FROM CONGRESS. 

On May 14, 1930, Senator Frederick 
Steiwer of Oregon introduced in the 
Senate of the United States a Senate 
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Joint Resolution, and on May 19, 1930, 
Hon. Robert Luce, Congressman from 
Boston, introduced in the House of Rep- 
resentatives a similar House Joint 
Resolution, which supersedes the Stei- 
wer Resolution and is known as House 
Joint Resolution No. 488. This Resolu- 
tion provides for an annual Federal 
appropriation of $40,000 for the main- 
tenance of the Interstate Legislative 
Reference Bureau. This proposal is 
now under consideration by the House 
and Senate Library Committees. 

Many members of Congress are in- 
terested in the Association’s work be- 
cause they frequently need, and cannot 
secure, information of a _ character 
which the Interstate Legislative Refer- 
ence Bureau will make available. When 
a Federal statute is proposed, it often 
becomes important for Congress to 
have immediate, up-to-date, accurate 
information concerning the legislative 
situation in the same field in each of 
the forty-eight States. The proposed 
Federal appropriation is to be made 
upon the condition that the indices, di- 
gests, compilations, bulletins, and other 
information services of the Interstate 
Legislative Reference Bureau shall be 
made available to all members, com- 
mittees, and expert attachés of Con- 
gress. The materials which are being 
compiled by this Bureau are essentially 
different from those which are avail- 
able to Congress through any existing 
agency of the Federal Government. 

These Resolutions contain the pro- 
viso that the amount of the Federal 
Government’s participation in any year 
shall not exceed the amount provided 
from other sources during the same 
year; and that after 1936 the Federal 
participation in any year shall not ex- 
ceed the amount appropriated by the 
States. 

Some of the reasons which prompted 
the introduction of the Steiwer-Luce 
Resolution were enumerated in StTatTe 
GOVERNMENT in July, 1930. 

; FROM THE STATES. 

The fact is too obvious for discus- 

sion that the legislative departments 


of the forty-eight States must co- 
operate. It is equally certain that the 
American Legislators’ Association and 
its Interstate Legislative Reference 
Bureau are now permanently estab- 
lished and nationally recognized as the 
agencies through which such co-opera- 
tion is to be effected. No other agency 
for this purpose exists. Thus the In- 
terstate Legislative Reference Bureau 
has now become virtually a part of the 
legislative organization of each State— 
a semi-official institution. Undoubtedly 
the various legislatures can and will 
make appropriations to finance this 
Bureau. 
PRECEDENTS. 

There are many precedents for such 
support. 

Congress has led the way by con- 
tributing as much as $100,000 in a year 
toward the support of the Inter-Parlia- 
mentary Union. The Union is the or- 
ganization of the legislative bodies of 
the nations. It corresponds closely to 
the ALA, which is the organization of 
the legislative bodies of the States. As 
the lawyers say, the precedent goes on 
all fours—perhaps meaning that it hits 
on all eight cylinders. This long-estab- 
lished Congressional practice, which is 
being annually repeated, would be a 
fully sufficient precedent if there were 
no others. But there are many others, 
both in and out of the Federal Statutes. 

A preliminary inquiry indicates 
that from thirty to forty-five States are 
annually paying a substantial amount 
(in no case less than $40 apiece), 
toward the support of each of these or- 
ganizations in the form of “special 
membership dues”: 

The National Association of Agri- 
cultural Commissioners ; 

The National Convention of Insur- 
ance Commissioners ; 

The International Association of In- 
dustrial Accident Boards and Commis- 
sions ; 

The National Association of Super- 
visors of State Banks; 

The National Association of Secur- 
ities Commissioners ; 
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And various other organizations. 

Most of the States are also making 
substantial annual contributions, (in 
no case less than $100 apiece), to each 
of the following organizations: 

The Child Welfare League of Amer- 
ica ; 

The National Conference of Com- 
missioners on Uniform State Laws; 

The American Library Association ; 

And various other organizations. 

Numerous legislatures have enacted 
laws giving official sanction and finan- 
cial support to the Governors’ Confer- 
ence. The “Conference” is an annual 
meeting largely devoted to a discussion 
of what the Governors think that the 
Legislatures should do. Thus since the 
days when Theodore Roosevelt was 
President, the States have made it a 
practice to provide funds to support 
this interchange of opinions between 
Governors. This would seem to be a 
sufficient precedent for similar sanction 
and support for a bureau of informa- 
tion, much more scientific in character, 
for legislatures themselves—concern- 
ing their own problems. 

The Governors’ Conference collects 
support money from the States under 
the designation of “dues,” fixing the an- 
nual contribution of each State at $100. 
Some States thus contribute under ex- 
press legislative acts, others from con- 
tingent funds, and so forth. The latest 
figures which State GOVERNMENT has 
on file are those for 1928; during that 
year the Conference collected $4,850. 

Governors’ Conference laws _ pro- 
vide: 

1. That the Governor may, at the 
expense of the State, attend all confer- 
ences of Governors; 

2. That the State shall bear as much 
of the expense of each of these confer- 
ences as the Governor thinks necessary. 

Among the provisions of these State 
laws there is found this generous legis- 
lative grant: “There is hereby appro- 
priated so much as may be necessary 
for the expenses of the Governor, and 
other expenses, in connection with any 


and all other conferences of Gover- 
nors.” 

The most cordial relations have al- 
ways existed between the Governors’ 
Conference and the American Legisla- 
tors’ Association. The meeting of the 
Governors performs a most useful func- 
tion in its field, and legislators may well 
take pride in their generosity toward 
this agency of executive co-operation. 

But this is only one of many cases 
where legislatures have appropriated 
funds which executive and administra- 
tive departments are using for the sup- 
port of organizations which promote 
“co-operation between the States.” 
This use of funds must be made by ex- 
press or implied authority derived from 
the Legislature. If, then, a Legislature 
can contribute to the financing of or- 
ganizations which are beneficial to 
other State departments, it can cer- 
tainly, with equal legality and pro- 
priety, support its own super-important 
work. Any other conclusion would mean 
that a legislature can do indirectly what 
it cannot do directly. 


VALUE TO THE STATES. 


The Association’s annual expense 
will amount to less than the forty-eight 
States are spending, at the present 
average rate, every thirty minutes 
throughout every day. Most of this ex- 
pense is required to conduct the work 
of the Interstate Legislative Reference 
Bureau. It will be observed that this 
annual cost will average $2,000 for 
each State. Some legislatures which 
have a large volume of legislative pro- 
posals involving many tens of millions 
of dollars—such as those of New York, 
Pennsylvania, Illinois and California— 
will probably consider it just for them 
to appropriate more than their pro rata 
share of these expenses; and by the 
same token, the legislatures of some 
other States—such as Delaware, Mon- 
tana, Arizona and Nevada—may feel 
that they should bear less than their 
pro rata share. But it is to be hoped 
that each of the forty-eight will offi- 
cially participate in this co-operative 








J a ee 


— ele Ct 


STATE GOVERNMENT 19 


enterprise, no matter how small its 
appropriation may be. For the fact of 
participation, and the resulting com- 
munity of purpose, are of more im- 
portance than the amounts involved. 

It has required substantial contri- 
butions of time and money from private 
sources to launch this organization. 
Through these contributions it has de- 
veloped into an institution of such sta- 
bility that its high character and strict 
integrity are not questioned. The be- 
lief seems justified that the various 
legislatures will be willing to carry on 
from this point. Certainly the founda- 
tions and the individuals who have con- 
tributed to this work, have done so in 
reliance upon that belief. 

Most organizations which supply in- 
formation to legislatures have ulterior 
motives. The difficulty of securing un- 
biased information has been a serious 
defect in our legislative system. Thus 
the work of the I. L. R. B. acquires an 
additional public significance. As time 
goes on, the legislatures will probably 
insist that the funds for the performance 
of this public function shall be provided 
from public sources. Thus, they will 
make certain that no situation can ever 
arise in which this impartial agency 
of the States might be embarrassed by 
the fact that its work was being financed 
from private sources. 

A. L. A. EARMARKS, 

No accurate observer will confuse 
the American Legislators’ Association 
with any impostor organization. He 
will note at least twelve distinguishing 
features: 


1. Its 5-word name: American Leg- 


islators’ Association. 
2. The 8 symmetrical initials: 
A. L. A.—standing for 
American—not national. 
Legislators—not legislatures. 
Association — not league, nor 
council, nor society. 
- Its seal—the star-spangled Cap- 
itol. 


4. Its date of founding (which ap- 


pears on the seal—1925: the quarter- 
century year. 

5. [ts endorsements—by the Amer- 
ican Bar Association, the Commission- 
ers on Uniform State Laws, and many 
other reputable organizations. 

6. The central location of its office: 
Chicago. 

7. Its officers—Belknap, Woodward, 
and Mastick. 

8. Its Director—Toll. 

9. Its 250 Advisers, including Ros- 
coe Pound, William Draper Lewis, A. 
Lawrence Lowell, Richard Washburn 
Child, Chamberlain, Wigmore, Mer- 
riam, Seligman, Darrow, Pinchot, and 
most of the other leading authorities in 
the field of political science. 

10. Its list of Standing Committees 
—on each field of legislative concern. 

11. [ts informational clearing house 
—known as The Interstate Legislative 
Reference Bureau. 

12. Its monthly magazine—“StatTe 
GOVERNMENT.” 
| CONCLUSION. 

Legislators have the responsibility 
for improving legislative conditions. 
The nation is properly demanding that 
they do so. They cannot meet this 
demand without co-operating among 
themselves. The only available agency 
through which they can co-operate, is 
the American Legislators’ Association. 

No one can be found to question the 
need of this work. 

Discriminating individuals and or- 
ganizations have so frequently. investi- 
gated and approved the character of 
this Association, that it no longer re- 
quires credentials. 

The only remaining question is this: 
how promptly will the States assume 
the financial responsibility for the sup- 
port of this undertaking, through which 
they are to achieve the co-operation 
which is imperatively required of them? 

The legislators who are pioneering 
in this work are developing an institu- 
tion of national significance. Such ac- 
tivities may well be a source of pride 
and satisfaction to each of them. 
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TAX-O-GRAMS 


Recent items on the subject of taxation, compiled by State Government with the 
cooperation of the United States Daily.* 


Tax Surveys: Taxation promises 
to be even more discussed in the 1931 
legislative sessions than in those of 
1929. Thirty-one States are making or 
have recently completed investigations 
of current tax conditions. These inves- 
tigations are being carried on by legis- 
lative committees, governors’ commit- 
tees, and other official bodies. 2608:7. 
Some of these committees have already 
reported, and the names of some of the 
more important publications will be 
found elsewhere in this issue of STATE 
GOVERN MENT. 

Briitgoarp Tax: A State license tax 
on billboards and other roadside ad- 
vertising was urged by C. M. Babcock 
at a recent meeting of the American 
Association of State Highway Officials. 
He pointed out that the value of out- 
door signs depends on the condition of 
the roads, and declared that the adver- 
tising companies should help pay for 
the improvement of the highways. It 
was brought out that practically every 
state has some statutes regulating the 
position of billboards, especially at 
cross roads. Chicago Tribune, Novem- 
ber 19, 1930. 


CALIFORNIA: The taxation of publicly 
owned utilities has been suggested to 
the California Joint Legislative Tax 
Committee, the chairman, Edgar C. 
Levey, declared in a recent address. 
2569 :3. 

Frormwa: The Florida legislature will 
be urged to take some action in re- 
gard to the taxation of intangibles. 
Percy G. Wall, in the preliminary re- 
port of the Florida Citizens Finance 
and Taxation Committee, declared 
that an intangible tax would not 
drive money out of the State because 
under the Florida Constitution, in- 
tangibles may be taxed at a flat low 
rate. The report also points out that 


* Numbers refer to pages and columns of the current volume 
of the United States Daily. 


since no State income tax law may be 
enacted, the only method of taxing 
“business” is by license or privilege 
taxes. Thus an annual corporation 
tax, based on the number of shares of 
stock, could be made to yield $600,- 
000. 2425 :2. 

GrorGiA: The report of Dr. Harley L. 
Lutz, who was commissioned by Gov- 
ernor L. G. Hardman to make a sur- 
vey of the financial system of Geor- 
gia, has just been published. After 
studying the situation for several 
months, Dr. Lutz has recommended 
a general revision of the tax laws of 
the State, the creation of a perma- 
nent tax commission to administer the 
revised laws, and the adoption of an 
immediate plan to meet the present 
deficiency in the State treasury. Be- 
sides the general proposals made in 
his report Dr. Lutz urged the enact- 
ment of an executive budget act, the 
revision of the income, gross receipts, 
and general property tax acts, and 
the submission of a constitutional 
amendment authorizing the classifi- 
cation of property for tax purposes. 
2735 :5. 

Intinois: The State can complete its 
present highway program by 1933 
with the present three-cent gasoline 
tax, Governor Louis L. Emmerson de- 
clared recently. He said the admini- 
stration would oppose any attempt to 
divert part of this tax to the cities 
for that would only postpone the time 
when the gas-tax burden could be 
wiped out. At the present time the 
counties receive one cent of the three- 
cent tax, and the cities, through the 
Illinois Municipal League, are now 
fighting for half of the remaining two 
cents which go to the State. Chicago 
Daily News, December 9, 1930. 


Iowa: A tax revision program under 
which approximately $10,000,000 will 
be raised from new sources and used 
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to reduce the State property tax has 
been agreed upon by the Legislative 
Tax Investigating Committee and the 
State Board of Assessment and Re- 
view. State Senator C. F. Clark, 
chairman of the legislative Commit- 
tee, declared that this program would 
remove all but a small part of the 
State property tax. The Committee’s 
report, which is now being drafted, 
will include recommendations for a 
personal income tax to raise $6,000,- 
000, and a corporation franchise tax, 
billboard tax, and a levy upon oleo- 
margarine. The report is also to pro- 
pose a 50 percent increase in the cig- 
arette tax and its extension to other 
forms of tobacco, as well as an up- 
ward revision of the inheritance tax 
rates. 2810:6. 


MassacHusetts: The special legisla- 


tive commission which has been in- 
vestigating taxation questions will 
recommend that no revision of the 
Massachusetts tax laws be attempted 
in the 1931 Legislature. State Sena- 
tor Erland F. Fish, the chairman of 
the commission, announced in a re- 
cent public hearing that the commis- 
sion felt that the time was inoppor- 
tune for changes due to the unsettled 
business conditions. The decisions of 
the commission was also partly due 
to the reception of the special com- 
mission’s report last year, and partly 
to the fact that the intensive study by 
experts, which had been started by 
the Taxpayers’ association, would 
probably not be completed until late 
next year. 2899 :4. 


NEBRASKA: A recommendation will be 


made to the next Legislature that 
gasoline dealers be required to post a 
bond of at least $5,000 to insure pay- 
ment of taxes due the State, accord- 
ing to an announcement of State 
Treasurer W. M. Stebbins. 2704 :2. 


NortH Carouina: Governor O. Max 


Gardner has declined to call a special 
session of the General Assembly to 
consider tax legislation. To the peti- 
tion of a committee of the North Car- 


olina Tax Relief Association, the 
Governor replied: 

“T am impressed by the facts pre- 
sented in the petition, and am con- 
scious of the conditions described and 
the need for the relief sought by the 
committee. At the same time, I also 
clearly realize that in a twenty-day 
session the Legislature would not be 
able to organize and handle the ques- 
tions which would be presented to it. 
A special session in December would 
so interrupt and interfere with the or- 
derly making of plans for the regular 
session in January that the effect 
would be two sessions without ade- 
quate, organized preparation for — 
either.” 2556:6. 


Ouro: An increase in automobile li- 


cense fees, the abolition of the prop- 
erty tax on such vehicles, and a stamp 
tax on documents affecting real es- 
tate were recommended to Governor 
Cooper’s Taxation Committee at its 
recent session. 

The increase in automobile fees in 
lieu of the property tax on motor ve- 
hicles was made by the automotive 
subcommittee. About fifty percent of 
the automobiles in the State escape 
the property tax, and it would be 
more equitable to remove that obli- 
gation and charge the higher license 
fee, declared Harry 8S. Ball, chairman 
of the subcommittee. 

The stamp tax on public docu- 
ments affecting real estate (such as 
deeds, leases, and mortgages) was 
recommended by the subcommittee on 
real estate assessment. The rate sug- 
gested was ten cents on each $1,000 
face value. This subcommittee also 
recommended a general reappraisal 
for real estate assessment every four 
years instead of every six, and that 
the county auditor be given author- 
ity to make readjustments in valua- 
tion in the interim. 2860:7. 

The Ohio Chamber of Commerce 
has taken the lead in urging a special 
or recessed session of the General 
Assembly to consider exclusively the 
subject of taxation. The results of 
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the sexennial reappraisal of property 
for tax purposes will not be available 
until after the regular session of the 
General Assembly adjourns. The 
Chamber of Commerce points out 
that a special session might avoid the 
log-rolling and vote-swapping “which 


BOOKS. 

State Income Taxes. National Indus- 
trial Conference Board, New York. 
2 volumes, 121 pages and 214 pages. 
$4.50. 

These volumes contain information on the 
provisions of the income tax laws, the im- 
portant rulings and court decisions on the 
subject, and the motives which led to the 
adoption of this form of taxation, in the 
twenty states which have adopted it. The 
second volume is particularly useful, for 
it contains an analysis of how the various 
features of these taxes have actually oper- 
ated. <A clear style and use of tables and 
charts enhance the value of these volumes. 





General Sales or Turnover Taxation. 
National Industrial Conference 
Board, New York. 204 pages. $2.50. 

A discussion of the theory of the sales tax. 
There are chapters on the constitutional 
and administrative problems involved in 
this form of taxation. An appendix reviews 
the experience of foreign countries and 
West Virginia with this form of taxation. 

The Sales Taz in France. Car1 8. Shoup. 
Columbia University Press, New 
York. 369 pages. $5. 

A study of the results of the sales tax 
as used in France to acquire revenue to 
check inflation. There is also a comment on 
the West Virginia and Georgia taxes. 


State and Federal Tax Systems, 1930. 
Prepared under the direction of the 
New York State Tax Commission. 
Published by the Commerce Clearing 
House, Inc. 47 pages of charts. $5. 

A compilation of charts showing the tax sys- 
tems of the United States and thirty States. 
There are also some valuable charts compar- 
ing certain features in the tax systems of 


all the States. The pages are very large 
(11% by 15). 
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are an inevitable accompaniment of 
the regular session.” The secretary of 
the organization declared that “No 
position even taken by the Chamber 
has met with such unanimous ap- 
proval from all sources as its advo- 
cacy of a Special Taxation Session.” 


TAX-FLAKES 


REPORTS. 

State School Taxes and School Funds 
and their Apportionment. A report 
on the practices of the 48 common- 
wealths constituting the United 
States of America. F. H. Swift and 
B. L. Zimmerman. Department of 
Interior, Bureau of Education, Bul- 
letin Number 29. 427 pages. 

This report tells what taxes are levied for 
public elementary and secondary schools 
in each of the forty-eight States; what 
types of funds and grants each State pro- 
vides for such schools; and describes the 
plans used in apportioning the funds to the 
units of school administration. 


State Inheritance Taxation; A method 
of simplification. Report of Commit- 
tee on State and Local Taxation and 
Expenditures, Finance Department, 
Chamber of Commerce of the United 
States, Washington, D. C. 19 mimeo- 
graphed pages. 


The Administration of the Gasoline 
Taz in the United States. F. G. Craw- 
ford. Municipal Administration Serv- 
ice, Publication Number 15. 35 pages. 


Cotorapo: The Cost of Local Govern- 
ment in Larimer County, Colorado. 
G. S. Klemmedson. Colorado Agri- 
cultural College Bulletin, Number 
361. 84 pages. 

This anaylsis of the costs of local govern- 
ment shows the necessity for a reorganiza- 
tion of the county administrative system. 


New York: Special Assessment Pro- 
cedure. A critical study of the meth- 
ods and practices employed in im- 
provement finance in twenty-one New 
York cities. Special Report of the 
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New York State Tax Commission, 
Number 1. 265 pages. 
A survey of the inequalities and discrim- 
ination in levying special assessments in 
New York. The report contains suggestions 
for further legislation on this subject. 
Fiscal Problems of Rural Decline. A 
study of the methods of financing the 
costs of government in the economi- 
cally decadent rural areas of New 
York State. Special Report of the 
New York State Tax Commission, 
Number 2. 270 pages. 


Fees and Taxes charged Insurance 
Companies under the Laws of New 
York, together with abstracts of fees, 
taxes and other requirements of other 
states for 1930. New York Insur- 
ance Department. 65 pages. 

Real Estate Taxes and the Tax Com- 
mission. Municipal Research Bulle- 
tin, Buffalo (N. Y.) Municipal Re- 
search Bureau. November, 1930. 

The great burden of municipal taxation 
falls on real estate. The amounts of other 
taxes turned back to the cities by the States 
are insignificant as compared with the in- 
creasing demands of municipalities for 
more revenue. 

PENNSYLVANIA: State Governmental 
Budget System and its Place in the 
Present Fiscal Structure. Prepared 
under the direction of Governor John 
S. Fisher of Pennsylvania. 48 pages. 

This document contains a series of articles 
on various aspects of the financial situa- 
tion in Pennsylvania. 

Texas: Report of the Tax Survey Com- 
mittee created by the Fortieth Legis- 
lature of the State of Texas: suppie- 
ment to the Journal of the House of 
Representatives of the Forty-first 
Legislature. 357 pages. 


VerMontT: Report of the Vermont State 
Tax Commission, 1930. 59 pages. 

This report contains a synopsis of the tax 

system of the State with numerous charts 

and tables showing the trends of various 

types of taxes. A number of recommenda- 

tions are made: 

1. The substitution of an income tax for 

the present tax on intangible property. 

2. The repeal of the State highway and 
school taxes. 
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3. A reduction of the tax rate on bank 
deposits. 

4. The levy of a State poll tax. 

5. The repeal of the 5 per cent exemp- 
tion law. 


Wisconsin: Geographical Problem in 
Wisconsin Taxation. J. Roy Blough. 
Wisconsin Tax Commission Bulletin, 
Number 31. 99 pages. 

This report describes the uneven distri- 
bution of different forms of taxation be- 
tween the rural and urban districts and 
between different counties in, Wisconsin. 
The great variation in the ability of vari- 
ous districts to support the government is 
also shown. Income, inheritance and util- 
ity taxes are more largely concentrated in 
certain areas, while the general property 
tax and motor vehicle license fees are more 
widely distributed throughout the State. 
Certain taxes are bearing more and more 
heavily upon particular areas. 


Wisconsin Industry and the Wisconsin 
Tax System. George Leland Leffler. 
Bulletin of the Bureau of Business 
and Economic Research, University 
of Wisconsin, Number 1. 85 pages. 

This study throws a flood of light on two 
important questions. Has the Wisconsin 
tax system hampered the industrial pros- 
perity of the State? Does Wisconsin place 
higher taxes on industry than other States? 
No categorical answers are given to these 
questions but it is pointed out that the tax 
system has not reduced the State to a low 
economic condition. The evidence also indi- 
cates that the State is not putting a crushing 
burden on industry and refutes the charge 
that the government is extravagant. The 
study has been very carefully made and the 
findings are supported by a mass of statis- 
tical material. 


MAGAZINE ARTICLES. 


Benefit received as a measure in appor- 
tioning tax burden. W. F. Connelly. 
Tax Magazine. November, 1930. 


The Indiana Tax Survey Committee; 
its purpose and program. J. Clyde 
Hoffman. Indiana Law Journal, No- 
vember, 1930. 


‘‘Up to the present time, no definite recom- 
mendations have been formulated, but cer- 
tain underlying principles have been agreed 
upon as an objective which the committee 
will strive to attain. These are: (1) To 
eliminate all property tax for state pur- 
poses. (2) To distribute taxation equally, 
so as not to penalize any class of people, 
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business or industry. (3) To provide a 
means whereby every citizen who has 
reached his or her majority may contrib- 
ute directly to the support of the state 
government.’’ Among the substitutes which 
have been suggested to the Committee to 
be proposed in place of the property tax 
are the income tax, sales tax, and other 
excise taxes. 


Public revenue in Illinois; its relation 
to municipal finance. Simeon E. Le- 


land. Illinois Municipal Review, 
November, 1930. 
Another article by the able author of 


‘*More Money from Lower Taxes?’’ in this 

issue of Strate GOVERNMENT. 

The strategy of tax reform. How the 
Chicago Joint Commission on Real 
Estate Valuation inspired popular 
sentiment for reform of tax injus- 
tices. Herbert D. Simpson. National 
Municipal Review, November, 1930. 

‘*This strategy has consisted merely in get- 
ting the facts of the problem, getting these 
facts to the public, crystallizing the re- 
sults in the form of definite, public opinion, 
and focusing this public opinion upon the 
governmental agencies concerned.’’ 


Taxation and public-school finance. Or- 
ville C. Pratt. Elementary School 
Journal, November, 1930. 

‘*Edueation is costing more and more for 
reasons which seem to justify the increased 
costs. . . . America is amply able to finance 
education, but dependence cannot longer be 
placed on the antiquated and inequitable 
general property tax. . . . The income tax 
should be substituted as the chief source 
of taxes for state purposes, to be supple- 
mented by a sales tax on certain luxuries.’’ 
This would leave the general property tax 
for the use of localities. 


The taxless city. Roger W. Babson. 
National Municipal Review, Novem- 
ber, 1930. 


Tremendous reductions in taxes could be 
secured if we were to plug the bungholes 
of waste in our governments and were to 
open the spigots of new income. The dis- 
posal of garbage, sewage, and trash offer 
great possibilities for municipal profits. A 
large income could be secured by charg- 
ing for parking at curbs. The cities could 
participate in the profits of municipal util- 
ities by becoming stockholders in them. 


ASSESSMENTS: The assessment system 
of Minnesota in its relation to equal- 
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ity of taxation. G. B. Clark. Jour- 
nal of Farm Economics, October, 
1930. 


AUTOMOBILE TAxEsS: Motor-vehicle leg- 
islation and taxation. Pierre Schon. 
Society of Automotive Engineers 
Journal, September, 1930. Reprinted 
by the National Automobile Chamber 
of Commerce, 366 Madison Avenue, 
New York City. 

Bank Taxes: How should banks be 
taxed? William Harold Hitchcock. 
Tax Magazine. November, 1930. 

**T advocate a taxation of all business cor- 
porations, including national banks, trust 
companies, and savings banks, at the same 
rate on their net incomes, subject to cer- 
tain exemptions or deductions required by 
constitutional limitations or allowed as a 
matter of policy as in the case of individ- 
uals.’’ 


Income Tax: Status of the income tax 
as a source of State school revenue. 
IF. H. Swift. American School Board 
Journal, October, 1930. 


Rea Estate Taxes: Redistributing the 
tax burden to relieve real estate. J. 
R. Becket. National Real Estate 
Journal, November 24, 1930. 

SEVERANCE Tax: Severance tax as a 
source of school revenue in the United 
States. F. H. Swift. School Life, Oc- 
tober, 1929. 


Utmitry Taxes: The tax that breaks 
the street car’s back. Leslie Vickers. 
Public Utilities Fortnightly, Novem- 
ber 27, 1930. 

‘*You cannot have at one and the same 
time high taxes, low fares, and adequate 
service in any modern urban transporta- 
tion system. And surely, adequate service 
and low fares are of more consequence to 
the community than the collection, from the 
ear riders, of high taxes.’’ Neither the 
present ad valorem tax or the gross reve- 
nue taxes are equitable. ‘‘ Ability to pay 
is not measured either by value or volume 
of business, for it is conceivable that a pub- 
lie utility may do a huge business and yet 
be losing money. . . . A much fairer cri- 
terion would be to tax regulated utilities 
on their net. And in this event, taxation 
would serve its rightful purpose of supple- 
menting rate regulation.”’ 














LEGISLATURES RESOLVE TO CO-OPERATE 
AND ENDORSE ASSOCIATION 


Text of Resolution adopted by 18 Legislative bodies during 16 days. 


Whereas, all experienced persons know 
that in each State, legislative problems con- 
tinually increase, both in number and in com- 
plexity. 

Whereas, it is obvious that in order to solve 
such problems most effectively, each legisla- 
ture must give systematic, scientific and busi- 
ness-like consideration to the actual facts which 
have a bearing upon each question—to the ex- 
tent that such facts have been determined by 
reliable research. 

Whereas, each legislature must give similar 
consideration to the methods and experience 
of other jurisdictions in dealing with prob- 
lems similar to its own. 

Whereas, no such problems can be dealt 
with adequately until facilities are established 
to assist every inquiring legislator to secure 
the most accurate information and the most 
expert advice which are available. 

Whereas, experience indicates the neces- 
sity for an interstate legislative reference bu- 
reau to serve as a clearing house of informa- 
tion between all of the legislative reference 
services which are now being conducted by 
numerous states, and also to serve as a clear- 
ing house of information between the legis- 
latures and all other agencies which are en- 
gaged in the study and analysis of legislative 
problems, such as governmental departments, 
political science departments of universities, 
competent reputable associations, and all 
other sources of information. 

Whereas, experience also indicates that in 
certain States which do not maintain substan- 
tial legislative reference services, there is an 
imperative need for such an interstate legis- 
lative reference bureau, which will assist the 
legislators of those States to secure whatever 
information they desire in analyzing the legis- 
lative problems which they must determine, 
and to make more readily accessible for them, 
without cost, the valuable material which is at 
all times available from the legislative refer- 
ence libraries and bureaus of various other 
states, and from many other reliable sources. 

Whereas, every individual legislator in the 
United States shares the responsibility for 
improving the present inadequate and unsatis- 
factory condition of the legislative processes, 
but neither any individual legislator, nor any 
group of legislators from one State, can bring 
about such improvement without the cooper- 
ation of legislators of other states. 

Whereas, such an interstate legislative ref- 
. erence bureau cannot be maintained by any 
one State alone, without the cooperation of 
the ‘legislatures of other States. 


Whereas, in order to set the machinery in 


motion to secure the necessary cooperation of 
the forty-eight legislatures, members of each 
legislature are working together in the de- 
velopment of the project of the American Leg- 
islators’ Association. 

Whereas, the said American Legislators’ 
Association has now established in the vicin- 
ity of the University of Chicago, the Interstate 
Legislative Reference Bureau, which by ex- 
plicit pledge is without color of polities, par- 
tisanship or propaganda, is conducted without 
profit, and is engaged upon three principal 
purposes : 

First: To procure promptly for all inquir- 
ing state legislators, and their agents, what- 
ever information or advice they desire in con- 
nection with any legislative problem, primarily 
by assisting them to secure, without cost, the 
benefit of all researches conducted by govern- 
mental departments, universities, associations, 
legislative reference bureaus, and other agen- 
cies throughout the United States. 


Second: To conduct a systematic study of 
the legislative processes of each of the States, 
in order to ascertain the practices which con- 
tribute most to efficient and economical or- 
ganization and procedure; and to render all 
possible assistance to each legislature—and 
to each legislative reference bureau—which 
is endeavoring to improve its organization. 

Third: To publish for the benefit of all 
state legislators the monthly magazine, STaTE 
GOVERNMENT, as well as special Bulletins, and 
thus to disseminate information which will be 
helpful to all conscientious students of legis- 
lation. 

Whereas, the American Legislators’ Asso- 
ciation is promoting acquaintance and mutual 
understanding among all individuals and or- 
ganizations officially concerned with the im- 
partial and scientific functioning of the legis- 
latures of the various States, by the organiza- 
tion of Standing Committees and Advisory 
Boards, and otherwise. 

Whereas, the character and project of the 
American Legislators’ Association have the 
endorsement, and its organization has the ac- 
tive cooperation, not only of its membership, 
which consists entirely of members and ex- 
members of state legislatures, but also of num- 
bers of other responsible citizens, many of 
whom, having specialized knowledge, are serv- 
ing on the Association’s Advisory Boards. 

Now, THEREFORE, It Is HEREBY RESOLVED: 
That the organization of the American Legis- 
lators’ Association and of the Interstate Leg- 
islative Reference Bureau are hereby com- 
mended as legitimate and constructive efforts 
to assist the legislatures of the various States 
in the efficient performance of their work. 





























PUFF GOES CAPITOL 


Forty-five years ago Dakota Ter- 
ritory built itself a Capitol,—es- 
teemed by neighboring stockmen as 
their Taj Mahal. Five years later the 
Territory, following the example of 
Erin’s Isle, was disturbed by dissen- 
sions between north and south. The 
territory multiplied by fission; North 
Dakota took the Capitol and South 
Dakota took its leave. 

The echo of Kris Kringle’s 1950 
sleigh bells was hardly gone when, on 
December 28, the historic edifice all 
but vanished in a blaze of glory—‘“a 
funeral pyre to bygone frontier days.” 
With it went a million dollars’ worth 
of records, some of which can be re- 
placed by copies of South Dakota 





records. The legislators, with suit- 
cases packed for their January 6 ses- 
sion, were forced to seek asylum in 
the Bismarck City Auditorium and 
the War Memorial Building. 

Says Associated Press: “Within 
the walls of this red brick building 
had swaggered the swashbuckling ex- 
plorers of a virgin territory. In its 
tiny Senate chamber the apostles of 
anew agrarian revolt had committed 
their State to the most daring social 
experiment in modern American his- 
tory.” 

This is the most picturesque anti- 
dote for unemployment worries which 
any State has yet found. 





